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WAGE THEORY AND THEORIES 

SUMMARY 

Labor-purchase theory of wages, 256. — A Crusoe or collective anal- 
ysis, 257; inapplicable for competitive purposes, 258; but invoking the 
selective working of the iron law, 261. — Property as affecting iron 
law, 262. — Predation and survival, 263. — Minima of living and death 
rate, standard of living and birth rate, as bearing on wages, 264. — Both 
the minimum and the standard doctrine are cost doctrines for the supply 
of men who have no costs of production, 265. — Bearing of numbers on 
per capita product, 268. — Flexibility of standards of living, 270. — 
Population limited by increasing product, 271. — The causal nexus, 272. 
— Wage-fund theory, 274. — Labor-pain theory, 278. — Productivity 
theories, 280; in ethical implications, 280; in distributive precision, 
282. — Surplus-value theory, 286. — Reconstruction, 288. — Production 
in competitive meaning, 288. — No outlook fc r higher wages at expense 
of employers, 288. — Possible lines of amelioration, 289. — Institutional 
conditions and competitive processes as affecting (1) the distribuend, 
(2) the distribution rations, 291. — Conclusion, 297. 

The environment of the group is its habitat ; of each 
individual, the habitat plus the other members of the 
group. For group purposes, therefore, human labor 
applies itself mainly to effecting desirable changes in 
the habitat and desirable responses from it. From the 
point of view of the individual the desirable results, the 
economic returns which he achieves, may accrue either 
from the habitat or from the other individuals — de- 
sirable results for him, irrespective of whether they 
are beneficial or desirable either for the habitat or for 
other individuals. In strict analysis also, it is possible 
from the point of view of the group to regard as eco- 
nomic production such results of human effort as achieve 
desirable modifications in the group or in members of the 
group, and to regard as productive from the individual 
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point of view such modifications of other individuals in 
the group as are desirable for the particular individual 
concerned. 

Looked at in the large, therefore, and seen from the 
group point of view, it is not irrational to regard as a 
wage whatever returns nature awards to human effort. 
This view conceives of production as a sort of exchange 
process, almost a contractual relation, in which man as 
laborer serves the environment as employer — effort 
applied for product promised, labor performed against 
products returned. " Labor was the first price, the 
original purchase money that was paid for all things " 
in the barter between man and nature, a relation of 
quid-pro-quo, in which relation, however, the advan- 
tages accruing to the employer are not quite so obvious 
as those obtained by the employee. 

For the isolated economy, at any rate, the essential 
relations in the case need not be misreported through 
this implicit personification of the environment. How 
the trade shall go off, and with what advantages to 
Crusoe as laborer, must, as obviously as rationally, be 
affected not merely by the vigor and seriousness of 
Crusoe's effort but also by the intelligence and skill by 
which Crusoe — not Crusoe's employer — is able to 
direct the effort. On the other hand, the quality of the 
environment will have much to say for the response 
that it makes — the benefits that are in prospect from 
it, the wages that it can furnish and pay. The greater 
the results achieved by Crusoe the higher obviously are 
the wages that the environment returns, it being taken 
to promise always the maximum wage possible of pay- 
ment by it, in view of the results achieved within it 
and for it — the more for the laborer as he produces 
more, a perfect working out of the specifications of the 
productivity theory of distribution — if only, mark, it 
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could be safely assumed that the environment itself is 
always void of productive efficiency in its own behalf, 
and if therewith there could be any cooperating produc- 
tive factors achieving together a joint product — and 
thus any distributive problem at all. 

Nor is there any valid objection to this same manner 
of thinking as extended to cover any group economy 
taken as collectively organized. And thus it has hap- 
pened that out of the biological fact that no more indi- 
viduals of any species can live within any given habitat 
than the habitat can supply with nutriment, a law of 
wages has been deduced. In truth, the iron law of 
wages necessarily emerges so soon as it is assumed that 
there is no limit upon the reproduction of human beings 
other than the food limit or, it may be, than the raw 
material limit. But even so, the group supply of food, 
however scant, need not accrue through any sort of 
wage relation, or by virtue of any effort or sacrifice put 
forth or of any return received thereon. If only all com- 
petitive implications are rigorously excluded the prod- 
uct may be sheer gratuity. The traditional rats in the 
barn, considered as a group, need no more dig or delve 
than spin or weave. The group income is pure environ- 
mental bounty as distinguished from wages. But none 
the less this food limit remains the multiplication limit 
— the death rate finally equating against the birth rate 
in such fashion as to fix in permanent stability the 
number of individuals in the group. 

But so soon as the group is regarded distributively, 
with a membership inevitably committed to the struggle 
for life, and as, therefore, competitive in its organization 
or its anarchy, all deductions from the group or collec- 
tive point of view come promptly under question. The 
competitive hunt for food need not be taken to increase 
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in any slightest degree the aggregate provision of food; 
but the degree of energy and skill or the amount of time 
devoted by the different individuals to the quest will 
have much to say as to the distribution of the fixed 
volume of food available for consumption. The iron 
law will manifest itself no less relentlessly, but it will 
manifest itself selectively within the group. The death 
rate will doubtless rise to a point offsetting the birth 
rate, the return to effort becoming for certain individ- 
uals so meagre and the deaths so numerous as to equate 
the group death rate against the group birth rate. But 
the situation being competitive, it may still be true that 
the more vigorous or clever or industrious hunters in our 
rat colony may still prosper and still generously mul- 
tiply — but this obviously only on terms of an offsetting 
limitation upon survivals among competing rivals or 
their offspring. The death rate still stands as the effec- 
tive limit on numbers, but this not in the sense that the 
limit applies to the group as a whole, or applies equally 
to the different reproductive stocks or families within 
the group, or that it applies to more than a small share 
of the reproductive stocks. The process working com- 
petitively, it therefore works selectively. In some sort, 
truly, there is still a group margin of subsistence, but 
only in the sense that while some individuals or some 
reproductive stocks are indefinitely far removed from 
the margin, others are close to it, still others disappear- 
ing over it. The group margin therefore, means nothing 
more than that there are individuals enough meeting the 
limit of this margin to offset the reproductive increment 
from other individuals. 

What follows then as to any specific rate of wages 
within the barn — as to some one rate of remuneration 
in food hunting ? There is quite clearly no one wage 
return. The rats differ in their effectiveness in seeking 
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food. As mere restatement of this fact, therefore, it is 
possible to speak of a unit of return as accruing for each 
unit of hunting activity directed to the quest. Nor can 
any meaning attach here to the notion of skill or of 
effectiveness excepting as appealing for test to the re- 
sults obtained — results not so much reporting as being 
the precise degree and precise expression of the skill or 
the effectiveness. In this view of the case also, the 
environment is taken to offer equal opportunities to all 
of the different hunter rats — to be entirely impartial — 
offering but one wage contract, that of payment accord- 
ing to the specific results achieved. Granted that the 
different rats differ in their particular adaptations to the 
opportunities that are open to all, this may readily for 
the purpose be interpreted as reporting different degrees 
of productive power within the existing situation. Im- 
pliedly always, therefore, there is denied any produc- 
tivity in the environment itself. The productivity of 
each hunter is regarded as something inhering in him 
and attaching to his reactions upon the environment 
within which, and as limited by which, and as subject to 
which, his acquisitive activities function, rather than in 
any degree as attaching to the environment itself. 

But further difficulties emerge with the assumption 
that the activities under consideration are not merely 
competitively acquisitive but are collectively produc- 
tive — that the total food product at the disposal of the 
group as a whole is susceptible of increase by the indus- 
try or skill with which the response of the environment 
is solicited. That in such case the aggregate wage or 
each specific wage must rise need not, however, seriously 
put in issue the validity of the iron law for the deter- 
mination of certain of the wages by the food limit, if only 
the processes of multiplication may be securely counted 
on to exhaust any temporary margin of food provision, 
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and if also it may be assumed that the mere fact of labor 
more prolonged or of skill more highly developed or of 
stress of effort or of industry more severely felt can carry 
with it no physical or psychological modifications affect- 
ing the tendency to multiply or the rate of multiplication 
or the distribution of the reproductive activities. If, 
however, the higher returns upon productive effort, or 
the stress and strain involved in this effort, or the in- 
stitutional changes attaching to the methods or the 
results, may lower the birth rate — the birth rate, note, 
rather than the death rate — even more rapidly than the 
death rate is lowered, the net result may be a progres- 
sive diminution of population. 

But, in any case, it must be clear that, under acutely 
restricted supplies of nutritive material, survival may 
be less a question of the product available for the dif- 
ferent individuals than of the quantum of nutriment 
necessary for purposes of survival. It is easily possible 
that those individuals of the smallest productive effi- 
ciency and of smallest derivative returns in product 
may be precisely those individuals whose digestive and 
assimilative processes are relatively so efficient as to 
establish a selective advantage in the competition for 
survival. 

Differential advantages of this sort, indeed, if they 
are not safely to be ascribed to certain individuals in 
our colony of rats, do quite obviously distinguish certain 
races of men. Under an age-long discipline of poverty, 
the Chinese appear to have evolved a human mechan- 
ism exceptionally economical of power relatively to the 
calories of nutriment absorbed in running it — animals 
of easy keep, machines astonishingly economical of fuel. 
There is, then, no secure principle of selection accord- 
ing to the mere test of productive efficiency under the 
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competitive wages allotted by a homogeneous and un- 
differentiated environment. 

Still further influences bearing upon survivals within 
our rat colony must attend the establishment of in- 
stitutions of private property, and especially of the 
institution of property in the inelastic items of the en- 
vironment, with the concurrent emergence of habitat 
rents received as distributive shares out of the aggregate 
product of food. If that particular nook or corner in 
which the husbandman (or an overruling Providence) 
habitually stored his (His) grain, or each crack of escape 
through which the grain should generously trickle out 
of the bins, comes to be the particular range or station 
of certain especially fortunate rats, to be held or ranged 
over by tenant rats only on terms of generous tolls in 
favor of the consenting and leasing possessors under 
vested rights — a further selective principle in the de- 
termination of survivals is introduced. Certain indi- 
viduals or classes will be institutionally withdrawn to 
indefinite distances from the death line. So far, then, 
from the selection approximating any general similarity 
to a group of average marginality between life and 
death, these more fortunate individuals will be the 
further removed from menace, as certain other of the 
race of rodents are approaching the nearer. The pro- 
gressively rising rental incomes accruing to some in- 
dividuals or classes will be a function of the progressively 
increasing rate of starvation among the others. 

So, again, were there in this providently provided 
barn any considerable development of business as dis- 
tinguished from industry — any class of receivers of 
nutriment who by social tests were not at the same time 
contributors — mere toll takers, redundant middlemen 
rats, tax farmers, popularizers of brands and styles, 
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advertising experts, engrossers and regraters, poison 
venders, blackmailers, thug or strong-arm rats, phren- 
ologists, soothsayers, professors or priests of various 
magics — and so on indefinitely — it might be true that 
many of the rodents ethically best deserving to die, and 
by the test of social productivity least authorized to 
live, and institutionally most effective in creating selec- 
tive margins of starvation for their fellows, might them- 
selves be raising an increasingly generous progeny on 
the farthest horizon from the trenches of death. 

Much more than the foregoing might presumably be 
securely written of the economic and distributive in- 
stitutions, the productive and acquisitive activities, the 
reproductive tendencies and derivative wage conditions 
in this classical rat barn, if only one's knowledge in the 
premises were a bit less inadequate. But, in any case, 
for average or aggregate purposes, a certain degree of 
significance must be attached to the iron law of wages 
in any possible society, if only the quasi-biological 
assumption of an inevitable tendency to over-multipli- 
cation can be accepted as safely applicable. Nor is 
this assumption finally discredited in its application to 
human societies by the fact that, in the western world 
during recent centuries, wages have, with a fair degree 
of constancy, been more and more widely diverging 
from the subsistence limit — if all the while, this limit 
be interpreted as that minimum toll of food calories 
essential to human life or even as a general necessity 
limit which shall include clothing, food and shelter. It 
may still be true that the process of absorbing any mar- 
gin or slack in production through an inevitable expan- 
sion of population is still in an intermediate stage of 
working itself out, and that only for this transitional 
period is the increase in the productivity of human labor 
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rapid enough to outstrip the tendencies toward those 
increasing numbers for which the high wages have made 
room. At all events, the recent centuries have been a 
period of more generous wages and of a widening margin 
of wages over the minimum necessities of existence. 

But none the less have the obvious historical facts 
prompted a revised interpretation of the method by 
which wages are determined — an interpretation still 
directly connected with the tendency toward reproduc- 
tion, but with a marked difference in emphasis. Accord- 
ing to this later view, wages are not determined by the 
minimum necessities of living but rather by the actually 
established requirements of living — not by what hu- 
man beings must have in order to maintain life and 
to rear replacing offspring, but rather by what they 
must have if they are to consent to marry — or perhaps 
to mate — and to rear children. The reproductive in- 
stinct, or the opportunity for it to function, must wait, 
it is asserted — or at any rate actually does wait — on 
the presence or promise of an adequate margin of in- 
come above the habitual requirements for individual 
living. This standard of living method of the fixation 
of wages, therefore, equally with the iron law of wages, 
appeals to a limitation in the number of human beings 
for its determinant. But under the earlier view, the 
numbers were to be fixed and wages established through 
the operation of the death rate. This later view places 
the limitation on the side of the birth rate. Consis- 
tently with this later view the standard of living comes 
to be defined as that habitual level of consumption any 
impairment of which will forbid, or at least will seriously 
restrict, reproduction. Wages must thus express, in 
terms of the standard of living, the actual conditions 
under which the population can be secure against a de- 
crease due to the inadequacy of wages. 
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But it must now be emphasized that either of the 
foregoing theories, the standard of living theory not less 
than the minimum of subsistence theory, is in essentials 
a productivity theory of wage determination. Popula- 
tion tendencies are appealed to solely as fixing the set- 
ting within which productive effort is applied to a fixed 
and inelastic situation — to the conditions fixing the 
response of nature to human effort — the terms sur- 
rounding the exchange contract or the barter transac- 
tion between the environment as employer and the 
human being laboring for hire. The more men there are, 
the smaller, it is asserted, must be the average return to 
each. By implication, also, this general or average wage 
is not conceived as the general or average resultfulness 
of labor in terms of product but rather as the marginal 
productiveness of labor. As the number of laborers is 
increasing, wages fall to the effectiveness of the labor 
applied at the poorer and poorer opportunities offered 
by successive marginal qualities of land. In ultimate 
analysis, therefore, either doctrine is also a distributive 
doctrine. The better lands as they command rent have 
by implication attributed to them a productive effi- 
ciency by which the rent is to be explained, of which the 
rent is the competitive price, and through which it is 
expressed and reported. 

Of the subsistence theory of wages, the iron law 
theory, it might perhaps also be asserted that it is not 
merely a productivity theory but at the same time also 
a cost theory of wages. Ultimately the return to labor 
is held to coincide in amount with the subsistence re- 
quirements necessary to the forthcoming of labor. This 
cost emphasis is, however, more clearly marked with the 
standard of living theory, in which the factor of consent 
is more definitely and consciously present. Not only 
must the wages be high enough to indemnify the cost of 
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the rearing and the maintaining of any given supply of 
labor, but also the wages cannot long rule higher than 
this cost. What the laborers insist on having in wages, 
as the minimum return at which they will reproduce and 
maintain their numbers, is therefore at the same time 
both the lower and the upper limit of what they will get. 
Nor are competitive cost analogies lacking for this 
view. As the price of wheat or pork is in the long run 
commensurate with the supply costs — as horses and 
slaves must tend in price to the level of the terms of cost 
under which they may be produced — as slave hires 
equally with horse hires or machine hires rest ultimately 
on a cost determination, so labor hires, it is held, are 
finally to be explained in conformity with the same cost 
analysis. In all these cases the supply cost is held to 
bear on the market rates of remuneration solely through 
the effect of the changing cost to change the supply, and 
thereby to change the price terms on which the entire 
supply can find renters or employers. The agricultural 
employers' outlay in wages is limited by the environ- 
ment's marginal response in salable returns. Thus the 
marginal standard of living reported in the wage is 
equated against the marginal price returns of food prod- 
uct, within an environment of diminishing response to 
productive outlay invested in human labor. The stand- 
ard of living theory of wages is then both a supply, or a 
cost theory, and a demand, or a productivity theory; 
the cost determining the supply of labor reacts to fix 
the product of it. 

But there are certain difficulties : 

(1) It is not obvious that the supply of men comes 
about in ways and under influences similar to those effec- 
tive for wheat or horses or slaves or machines. Child 
rearing is not now commonly and typically entered into 
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as a pecuniary enterprise — if indeed it anywhere now 
is or ever were so. It is unlikely to pay from any pecu- 
niary point of view. And even did it pay, the returns 
do not accrue to the investor. In most cases the par- 
ents advance the costs without prospect or expectation 
of any sometime indemnity in price return. And com- 
monly the children collect their wages quit of any pur- 
pose, bond, or promise of indemnifying the parental ad- 
vances. Doubtless in some countries and on some levels 
of life exceptions are to be found. But the general rule 
holds. And even were this not the general but only the 
exceptional case, the difficulties in the cost determina- 
tion of wages would be logically not the less serious. 
The truth is, that on the side neither of the parents nor 
of the children can the psychology or the methods or the 
computations be those of enterprise or of business or of 
pecuniary gain. Even less than marriage can the rear- 
ing of children be held to take place always or generally 
as a business undertaking or as promising or affording 
justification by this test. No cost of production com- 
putation, no balancing of pecuniary debits against ex- 
pected credits of indemnity or of prospects of surplus is 
either actual or humanly credible. The essential facts 
of entrepreneurship, of private initiative for private 
gain, are absent. Even could the thing pay — as pos- 
sibly sometimes it does — it could rarely or never find 
its actual motivation in the prospect of paying. The 
pecuniary calculus does not apply — cost of production 
at best a remote analogy, and always or generally a 
myth. The attractions of sex, the desire for children 
and the instinctive urge of the reproductive process are 
not business items, or data in any business process or 
gainful enterprise. If slave breeding matured only free 
slaves, if poultry raising afforded only birds prompt to 
fly away at the beginning of their earning period, if 
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wheat farming matured crops solely for the neighbor's 
granaries, the processes involved might conceivably 
continue, but hardly as within the categories of busi- 
ness, of cost accounting and of cost analysis, or as af- 
fording results substantially similar. Widow Malloy, 
famous in song, who could commend her daughter's 
aspiration to learn to swim only on condition that she 
avoid getting wet, was toward her son wise and sane in 
economic affairs beyond most men of learning. 

I've sixteen children, Pat, said she 
Whom God unto me has sent; 
But children ain't like pigs you know, 
And I cannot pay the rent. 

(2) Nor is it quite obvious that an increase in the 
supply of labor must lower the wages of labor. The 
analogies from consumption goods — hats or houses or 
horses — is not convincing. To production goods the 
notion of falling prices with larger supplies does not 
safely apply. Even with consumption goods it is valid 
only for those particular goods that are increasing dis- 
proportionately with other goods. If the increase in 
goods is general, exchange relations need not be dis- 
turbed by supply influences. If, also, laborers of all 
the different sorts were increasing in supply not more 
rapidly than the complementary factors, there is no 
reason why the wage of any kind of labor should either 
fall or rise. Thus the assumption of a general fall in 
wages with larger supplies of labor rests on the concur- 
rent assumption that there is an increasing relative 
scarcity of the equipment complementary to it — com- 
monly upon the assumption of increasingly inadequate 
supplies of land — and especially and particularly of 
food-producing lands, inclusiveof food-producing waters. 
There is obviously no warrant for supposing that with 
increasing numbers of men the aggregate product must 
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be stable, but only that with population advancing to 
lower land margins, the increase in product will not be 
proportional to the increase in laborers. But, in any 
case, this situation need involve no very serious fall in 
the per capita product, and therefore no serious reduc- 
tion in the level of wages, unless the land rent share of 
the product is growing rapidly greater. The expected 
serious fall in wages must, then, appeal as much to the 
distributive influences apportioning the product as to 
an expected reduction in the average or per capita prod- 
uct, and must, therefore, take for granted conditions of 
land supply seriously restricting the increments of prod- 
uct attendant upon increasing supplies of labor. 

This assumption, however, of a falling margin of culti- 
vation with expanding population may or may not be 
justified. Whether with good or with poor land, there 
may be large areas of either, without marked differen- 
tials of fertility in the actual supply. Doubtless the 
countries of western Europe have furnished examples 
of populations far outrunning the supplies of high grade 
land, and cultivating land areas grading sharply down- 
ward in point of returns under the actual conditions 
of agricultural technique. Whether by extensive or 
by intensive exploitation of the lowering grades of ser- 
viceability, the food return determining the wages pos- 
sible to marginal exploitation must rapidly fall with 
the advancing pressure for food — prices on foods 
advance rapidly relatively to the prices of other com- 
modities — rents rise to the great advantage of the 
land-owning classes, and wages fall, especially in terms 
of command over nutriment, to the extreme disadvan- 
tage of the wage-earning classes. But Asia, eastern 
Europe and the two Americas with other land conditions 
might easily have developed other wage tendencies and 
afforded occasion for other wage doctrines. 
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But still there is no serious warrant for the belief that 
standards of living must remain firm against the pres- 
sure of the reproductive tendencies. Only when, by 
definition, the standard itself connotes those things 
which an increasing family will not be allowed to dis- 
place or limit, is the doctrine beyond attack. Standards 
of living actually do fall, as under other conditions they 
rise, without the disappearance of the race or the partic- 
ular class concerned. The birth rate may modify the 
standards as readily as the standards the birth rate. And 
not rarely is it true that the lower the standard falls the 
higher may the birth rate rise — the standard lower be- 
cause of the higher birth rate, the birth rate rising 
because of the lower standard — to the point where the 
rising death rate sets a limit to the further increase in 
numbers or to the further fall of the standard — thereby 
effectively illustrating the occasional validity of the 
forecasts on which the iron law — duly annotated, as 
we have seen — may occasionally validly rest. 

Not rarely also, as typically with (a) what are called 
the Anglo-Saxon races, (6) under a competitive organ- 
ization, (c) in the temperate zone, (d) at this particular 
stage of institutional development, tendencies are seem- 
ingly becoming manifest, that are seriously disturbing 
both to the pessimism of the iron law doctrine and to the 
optimism of the standard doctrine. For not only does 
a higher level of economic well-being commonly fail to 
stimulate a higher birth rate, with wages relapsing to a 
new equilibrium between poverty and death, but in- 
stead, a higher efficiency in production with the better 
wages that attend it appears to diminish rather than to 
increase the births, to establish in turn a standard of 
living consenting to fewer children and permissive of 
still wider alternative gratifications — to the point of 
putting in question whether there may be any modern 
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society, retaining its competitive institutions of con- 
sumption as well as of production and distribution, 
that is not well on its way to disappearance as a racial 
stock. For it is the wealthy nations that manifest the 
lowest birth rates, and the wealthiest classes of each 
nation the lowest rate of that nation, so that, despite the 
falling death rate, both nation and class present a defi- 
cit of maturities that is offset only by immigration or 
possibly by the special fecundity of the newly arrived 
stocks. 

So far, then, there appears to be little validity attach- 
ing to either the minimum of subsistence or the standard 
of living theory in the fixation of wages, except so far as 
either may be taken to point to the possible effect of 
changing numbers to modify the conditions under which 
productivity is determined — in substance therefore, 
a productivity theory of wages, distributively annotated 
to take account of the distributive process under un- 
fair distributive institutions, and working out into a 
dubiously beneficent selective process. 

But there are other methods by which to equate the 
wages with the standard of living. Not rarely was it 
held in classical thought that, if corn rises, wages must 
therewith follow in rise — not agricultural wages alone, 
with a possible productivity explanation — but wages 
in general. For, it was urged, if the laborers did not get 
wages enough to live on they would die — an outcome, 
obviously, in which no economist could acquiesce. A 
man must live. Even if the employer cannot see this, 
the economist can. Sometimes, of course, there are 
famines; but these must stand as cases in which the 
economic law fails to hold — exceptions proving the 
rule. Most people do finally die of something else than 
starvation, as obviously they could not, were it not for 
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the economic law prohibiting in general all deaths from 
starvation. If recurrently hordes of people die in India 
for lack of food, this fact should rightly argue the preva- 
lence of bad economic doctrines in India. So, again, 
that wages are low in Europe has been explained by the 
low standard of living there — the higher wages in 
America, by the fact that we in America have come into 
the habit of consuming more, so that now we have to 
have it. Thus, again, it is notorious that women get 
lower wages than men because the women can live on 
less, or need less, or are helped out by home supplemen- 
tation, or have their theatre tickets furnished them by 
their escorts. And thus it follows that if the Chinese or 
the Japs get into America they will spoil our wages by 
their low standards of living. 

But, however these things may be, it is certain that 
high wages and high standards go together. As to the 
causal connection between them, it suffices for the doc- 
trine under consideration, as proof that the standards 
cause the wages, to recall that if the wages are not forth- 
coming, the laborers will protest, get discontented or 
discourteous, appeal to the legislature, or strike or riot. 
Something, it is clear, will have to give way. Land 
rents, it should follow, might also be higher if the land 
owners possessed equally good vocal capacities and were 
disposed to use them in the proper emphasis. Slaves 
that talk menacingly, and on occasion rebel, should be 
expected to command the maximum prices; so horses 
that bite and kick and balk if they are not properly fed 
should bring especially good prices and be especially 
well fed. The necessary thing to get wages up is merely 
to raise them. If the railroad men get more, other 
laborers will feel that they want more, and in this way 
may be expected to get more. The standard of living 
thus rising by particulars, it is always the easier to get 
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it and the inadequate wages higher in the general. 
Clearly enough, each employer can afford to pay if all 
the others have to. The easy secret of high wages is in 
legislation, if the laborers themselves are unwisely slow 
in raising their standards of living and in formulating 
the demands which these standards will justify and 
enforce. Either method of starting will equally well 
suffice — whether by the wages that establish the stand- 
ard or by the standard that fixes the wages. But the 
best point at which to initiate the program is with the 
minimum wage — thus getting the wedge in at the 
bottom where it will raise everything. And indirectly, 
of course, under the rising general standards of well- 
being and of imperative requirement, the profits of 
employers will also feel the uplift ; interest will rise with 
the better recognized necessities of the creditor class; 
and finally also, the landlords, needing more income, 
can reasonably look for higher rents. Stupid was it that 
a practical application of this principle had to wait 
for so many decades after classical authority had an- 
nounced it. 1 

1 " There is one point with respect to which economic science, in spite of much 
vacillation and many misconceptions, has in the main been fairly consistent from the 
early days of scientific writing down to the present. This is the principle that the rate 
of wages rests on the traditional standard of living proper to the persons concerned. . . . 
Advance . . . consists simply in a recognition of the fact that the natural price is 
measured by a moral standard." Gustav Cohn, Science of Finance, Veblcn's translation, 
p. 259. 

" The difference between the advance of relative wages in the two sections of the 
north was in large measure due to the unlike changes in relative cost of living. . . . Our 
general hypothesis is that the rise of wages was due chiefly to the increased cost of living. 
. . - On the average, a single man is better off . . . on a wage of, say, 75 cents a day 
than a man of family on a wage of, say, $1.25 a day. If this be so, there is the same 
reason why men in the first of our groups should receive a less average increase in money 
wages. . . . Similar considerations explain why on the whole the wages of women in- 
creased less than the wages of men." Wesley Clair Mitchell, History of the Green- 
backs, pp. 306-347, passim. The argument is that since wages and expenditure go along 
together, the expenditure determines the wages. 

" The degree in which women workers may be receiving assistance from their families 
or other sources is a very important factor in the industrial world, for to the extent that 
such workers are having their regular wage supplemented by outside assistance, they 
are able to offer their services in the labor market at lower rates than are workers en- 
tirely dependent on their own resources. The most frequent example of this sort of 
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A somewhat similar tracing of the lines of causation 
underlay the wage fund theory of the forces fixing the 
remunerations of labor. Always the total of the wages 
received by laborers is precisely as large as the capital 
funds destined to their employment. Wages, therefore, 
are expected to rise with the more abundant capital of 
the employers, if only at the same time the laborers 
themselves do not improvidently multiply. If the em- 
ploying classes have larger capitals, they can, and in 
wise policy they will, apportion a correspondingly larger 
fund to the payment of wages. Thus the welfare of 
labor is held to depend primarily on the growth of those 
capital funds in society by which the laborers may be 
employed, and, secondarily, on the restriction of the 
numbers of the laborers, through less rapid multiplica- 
tion or through immigration. 

In fact, obviously, this wage fund doctrine made 
large account of population tendencies and thus afforded 
further support to the Malthusian tradition. It is sus- 
ceptible, doubtless, of being interpreted not so much as 
an account of casual sequences as merely of necessary 
mathematical relations; what the average laborer can 
be paid reports the total of wages divided by the num- 
ber of laborers — the fund to be paid out in wages pre- 
cisely equal to the funds received as wages. Likewise, 
a generous reading of certain later wage doctrines into 
a formulation really innocent of any implications of the 
sort, might serve to interpret the wage fund theory into 
some one or another form of the productivity theory. 
Why was the wage fund thus generous or thus grievously 

subsidized labor is that of girls living at home and receiving board and lodging free or at 
nominal rates. . . . Many parasitic industries and trades have been able to live and 
even to achieve much prosperity on the subsidies contributed by working women. . . . 
Industries or occupations, if such there be, which cannot live except on the subsidies 
from family incomes contributed by exploited women and child workers, ought to die — 
the sooner the better, for the nation and the world at large." Monthly Review of the 
Bureau of Labor Statistics, January, 191S, pp. 5, 7. 
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restricted ? Was it that the employers had on hand a 
certain amount of " capital " — fluid funds, that they 
were desirous of parting with — revenues for which they 
had no more satisfactory method of distribution than to 
pass them over to whatever men there were of a cred- 
itable willingness to labor and needy of money ? But, 
more probably, what these competing employers were 
disposed to pay out would tend to reflect in close ap- 
proximation the results which the labor promised — 
coming events casting shadows before — gains in 
prospect motivating present investment. 

But even so, and interpreted as a productivity doc- 
trine, some process of imputation is necessary on the 
part of the employer — a preliminary distributive ap- 
praisal of the items of labor in their marginal significance 
as cooperating and contributory factors of production, 
taken in their relation to other productive factors, so 
that employers should be able to find the limits of their 
wage offers. 

In still another interpretation, the wage fund theory 
is allied with the doctrine that it is only through capital 
that labor receives employment. And this doctrine, in 
turn, subdivides into the notion (a) that in industry as 
well as in business, the initiative and leadership attach 
to capital, (6) that capital subsists labor during the 
gain, or the production period, and (c) that the effec- 
tiveness of labor in gainful employment, and therefore 
its wage, must be determined by its equipment — the 
tools and the implementation with which it is capitalis- 
tically fitted out. 

Later theory would, however, pronounce that the 
directive and initiative function is not with the capital- 
ist but rather with the entrepreneur — the functions of 
the entrepreneur as employer being as clear with refer- 
ence to capital or land as to labor — his costs including 
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capital hires equally with labor hires — all his expenses 
of production paid out of capital, whether his own or 
borrowed. To set up an employer is not to determine 
the wages he pays by the capital he owns or can borrow, 
whether this capital exist in the form of funds or of 
machines or of land. 

That labor is subsisted by capital may be tentatively 
admitted, without the implication that it is by the capi- 
tal of the employer; perhaps it is by the laborer's own 
capital. Lawyers and doctors also must often wait long 
for their fees — sometimes without term. Laborers 
may or may not be paid in advance of the marketing of 
their products. But certain it is that commonly they 
are paid appreciably later than the services were ren- 
dered. And, in any case, if the subsistence goods are 
the capital under analysis, the employer is rarely pos- 
sessed of any of these goods of subsistence ; instead it is 
the merchant that makes the advances, as is sufficiently 
indicated by the number of his poor accounts to go to 
swell the bills against those customers from whom he 
does actually succeed in collecting. If the laborer is to 
live, he, doubtless, like all others who live, must live on 
the comestibles and in the houses and on the lands that 
are in existence. But even tho these be not his own, 
there is no evidence that they are the capitalist's or 
that the rate of wages reports the current supplies of 
comestibles, or is determined by the volume of them. If 
it be urged that the laborer's paying power is, after all, 
traceable back to his employer, it is likewise equally to 
be asserted that the employer's paying power traces 
back in turn to the intermediate man who handles his 
goods, and finally, therefore, to the consumer of his 
products — namely, often, to the laborer. 

There is doubtless more of truth in the view that the 
laborer's earning power and his derivative wages are, 
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to a great extent, dependent on the capital equipment 
with which he works. But capital in this sense is not the 
capital of the wage fund discussion, nor is it the capital 
with which the initiative in enterprise can be asserted to 
lie. Nor can it be true that the kind of equipment 
determines whether the laborer shall or shall not work 
at all, but only the terms of effectiveness at which he 
works. That scant or poor tools mean the impossibility 
of employment, or little employment, observation and 
history unite to disprove. In societies of poor equip- 
ment, there is likely to be the fourteen-hour day — the 
women and the children toiling together with the men. 
To say that with only half as much capital, I could 
employ away from my competitors only half as many 
men falls short of proving that, if all employers had half 
as much capital, the aggregate of employers could em- 
ploy only half as many men. But however all this may 
be, this particular view, it should be noted, shifts again 
the meaning of capital back to the concept of a fund 
rather than to the concept of equipment. In which of 
these two meanings Adam Smith was employing the 
term in his well-known doctrine that " the number of 
useful and productive laborers is everywhere in propor- 
tion to the quantity of capital stock which is employed 
in setting them to work, and to the particular way in 
which it is so employed," ' it is difficult to be certain. 
But perhaps it does not matter; Adam Smith's theoreti- 
cal work was rather an anticipatory anthology of all the 
later divergent doctrines than a consistent and syste- 
matic application of any one. In any tenable view of 
the question, at all events, the analysis has again 
implicitly to include distributive forces and adjust- 
ments. If the worker has good rather than poor or 
scanty equipment to work with — especially if it is not 

1 Wealth of Nations, Introduction. 
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his own equipment — there is always the question of 
how much, if any, of the larger aggregate result will go 
to him, as over against the better equipment that made 
the larger result possible. The view has long been wide- 
spread among wage earners, that the machine owners 
absorb in rents or profits or interest all of the larger 
product due to the machines, at the same time with 
depriving many laborers of any employment at all. 
That such is not the fact — assuming that it is not — 
could obviously be established only through a distribu- 
tive analysis. But it is evident that the doctrine that 
each factor receives whatever it contributes can deny 
the exploitation of labor only on terms of denying also 
any distributive advantage to it — the presence or the 
absence of the equipment being irrelevant to the wage. 

No account of the logical relations among the various 
wage theories can find a ready place for the labor-pain 
notion of wage determination. But interpreted either 
in the Crusoe or in the collectivist emphasis it makes a 
fairly cogent appeal. The independent worker finds his 
limit of productive effort at the point of equality be- 
tween returns and sacrifices. Being equal magnitudes, 
either marginal utility or marginal cost might equally 
well be urged as the common denominator of products. 
So, under competitive wage relations, each laborer, free 
at any instant to work or to refrain from working, would 
find his own particular point of equality between the 
remuneration for his labor and his protest against labor. 
Here, as always and everywhere, the marginal relation 
is one of equality between inducement and resistance. 
But in its very nature it is a ratio between quantities 
rather than itself a quantity. Even any one laborer, 
varying at different times in the intensity of his desire 
for goods and in the health or strength or vigor to 
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labor and in the degree of burdensomeness attending 
his productive exertion, would find the equality ratio 
always a changing one in point of the quantitative in- 
ducements and protests equating under it. The clearer, 
therefore, is it that equal wages for different men can 
imply no equality between the respective sacrifices 
undergone, but only an equality for each between his 
marginal sacrifices and the returns — this ratio being 
always of unit value, but the quantities involved being 
indefinitely divergent. Wages cannot vary to accord 
with individual sacrifices — pains a common standard 
of inter-individual wages. It is then to be recognized 
that at best the sacrifices in labor (1) are a common 
denominator to any individual for one particular time 
only; (2) and then only at the marginal fringe between 
efforts and returns; and (3) are entirely inapplicable as 
standard or measure for the wages of different men. 

It is further to be noted that the sacrifices of labor 
include not merely the stress and strain of effort — the 
pains that attach to that sweat of the brow by which 
some of us eat bread — but include also for many 
men the displacement of the affirmative gratifications 
offered by leisure and by the time-consuming spending 
process. 

And still further: Under any possible emphasis, this 
pain or sacrifice theory of wages is, in its own particular 
sort, a productivity theory. The sacrifices as the supply 
limiting fact equate against the prospective product or 
the offered wage as the demand fact. The wage-paying 
disposition of the employer is based on the price gain in 
prospect for him; is limited by the prospective contri- 
bution to price; is motivated by productivity in the 
sense of proceeds, Ertrag, returns. 

Thus far, indeed, all the different wage theories are 
productivity theories. And, excepting in the socialist 
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or surplus value theory, the logic of the competitive 
process assumes a point of marginal adjustment at 
which the receipts of enterprise are at an equality with 
the outlays or costs — demand equating against supply. 
The way is thus clear for an examination of the theories 
of a more modern tenor. 

It is, in truth, no simple task to discuss the produc- 
tivity theory of wages, precisely because there is no one 
productivity theory, but only a group of more or less 
closely interrelated theories. It is safe to say that prac- 
tically all non-revolutionary economists of the present 
time hold some one or other form or forms of it — 
each economist at least one and not rarely several — 
each theory so held being variously articulated with one 
or more other theories — subsistence, standard or wage 
fund — and possibly with more than one variety of 
each of these others. There is, in fact, no difficulty in 
holding the subsistence theory or the standard theory, 
at the same time with some one or another productivity 
theory. The difficulty is really just the other way 
about. The earlier theories appealed in substance to an 
implicit productivity analysis, naively held doubtless, 
and without distributive emphasis or supplementation. 
Almost as much, tho perhaps not quite so securely, 
might be said of the wage fund theory in such of its 
aspects or subdivisions as, being more than mathe- 
matical truisms, purported to have analysis of any 
sort behind them. 

Otherwise than in connection with some implicit 
ethical or apologetic emphasis it is probable that no 
socialist need — no matter what socialists actually do 
— be any the less a socialist because of his adherence 
to a consistent productivity doctrine. So equally of the 
single taxer. The condemnation of private property in 
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any of the tools of production, land included, or the con- 
demnation solely of private property in land, need in no 
sense be inconsistent with the recognition of the most 
precise correlation of the earnings of the machine or of 
the land with the distributive share competitively al- 
lotted to the owner of it. The merits of private property 
in land are not to be deduced from any conclusion that 
the rent is or is not too great or too small, or is the pre- 
cise equivalent of what the use is competitively worth — 
the precise correlative of the contribution of the land 
factor to the saleable product. The question is not how 
much rent the land should command, but for whose 
benefit the rent should accrue — to what proprietor- 
ship, private or public, it should attach. The single 
taxer is, in fact, a thoro-going believer in the competi- 
tive order. To him rent is a competitive category, and 
is the more iniquitous as the competitive process is 
working the more completely and precisely. It is, 
therefore, no part of his case to prove that the rent is 
overgreat or oversmall. Nor need he either deny or 
assert that it is precisely what it ought to be, its specific 
" worth " — an ideally fair case of bargaining between 
landlord and tenant. Whatever the landlord gets, be 
it much or little, and no matter how fairly charged, the 
landlord should not have it. It is the personal and not 
the functional distribution that the single taxer puts in 
question. So, again, the socialist need not the better 
like the institution of private property in any pro- 
ductive instrument, any item of technological capi- 
tal, were he convinced that the distributive share 
competitively awarded to it expresses the result of an 
entirely fair bargain between owner and hirer — no 
greater charge, for example, than a fair state might 
impose for it, were the state an owner leasing out the 
property. 
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It is no doubt true that the socialist rarely or never 
thus presents his case. Commonly, indeed, he holds a 
wage theory fundamentally inconsistent with the pro- 
ductivity theory in any one of its forms — a theory yet 
to be considered with the utmost care. 

But the view is that the distributive processes of com- 
petition are fair and salutary in the precise degree that 
they approach the completely competitive norm — 
involve no monopoly, eliminate friction, take place 
under an open, intelligent, watchful bargaining, are 
competitive to the utmost implicit competitive logic — 
that such a perfect competition is so far a perfect ethics 
as to discredit by ethical tests any system or process 
arriving at other distributive results — such a view in- 
volves the assumption that income competitively gained 
is not merely derivative from social service but tends to 
be approximately commensurate with social service — 
that all gain reports and represents not merely additions 
to aggregate product but contributions to a socially 
beneficent product and a remuneration commensurate 
with the social service attending the product. All gain 
is, therefore, ethically righteous, self-warranting, and 
justified, in the degree that it is achieved in harmony 
with the competitive process. 

There is, obviously, not now the space, as, it may be 
hoped, there is not now the need, to go far in examina- 
tion of the ethical aspects of the distributive process in 
any competitive order, perfect or other. I have else- 
where sufficiently insisted that, if either validity or 
intelligibility is to be ascribed to the productivity 
theory, it can be solely through interpreting product to 
mean merely gain — returns, Ertrag, proceeds. The 
distinction between industry and business is sufficiently 
obvious. And if ever the lack of necessary coincidence 
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between private gain and social welfare has gone unre- 
garded, these current years of war are making it suffi- 
ciently manifest. That one is manufacturing candy at 
good margins, or desires joy-riding gasoline and buys it, 
or can afford himself more wheat bread than he can 
wholesomely eat, or, being possessed of the funds for 
building a house, compels the ships to go unbuilt, or, as 
financially competent to keep his house luxuriously 
warm, brings it about that others shiver, or is gainfully 
employed as producer or enterprisingly engaged as con- 
sumer in directing advertising flares out into the inter- 
stellar spaces — in none of these cases can the mere fact 
that the thing is done be the adequate certification of 
its Tightness, or of the solicitude for the aggregate wel- 
fare that prompts it, or of its actual significance under 
that test. The strong-arm man serving for pay under a 
contract duly executed may be fully worthy of his hire, 
and yet, having earned his murder fee, be none the less 
a criminal — his employer also only something the less 
a rascal that he does not default in the promised pay- 
ment. For the purposes of the contract and by its test 
the honest man may be merely the man who stays 
bought. But the equities inside a contract are not self- 
warranting by the exterior social test. The thing prom- 
ised to be done and honestly fulfilled may still be a 
colossal dishonesty. Competitively speaking, Fagan's 
pickpocket urchins earned their evening's dole as ob- 
viously as their regular cuffings. They were producers. 
But their wages no more established their social deserv- 
ing than the cuffings their transgressions. What under 
the ordinances of competition one gets gives no safe 
report of what under the ordinances of God he deserves. 

And as, even in the distinctly industrial field, it is 
possible to burden the productivity beyond its carry- 
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ing capacity in institutional and ethical aspects, so too 
much may be demanded or asserted for it in point of 
precision. The fact that it is a theory of distribution — 
that the distributive processes are the very subject 
matter of it — should have stamped as hopeless any 
attempt to isolate precisely the separate price product 
of any factor that, never functioning separately, has 
no separate product, or to establish the precise equiva- 
lence of the hire with the contribution toward an indus- 
trial product jointly produced by several factors. Even 
if any entrepreneur could for his own purposes isolate 
and make precise the separate significance of any of the 
cooperating factors, there is nothing to indicate that 
the payment imposed upon him is this full and precise 
equivalent. And — still assuming this ability on his 
part — each employer must arrive at a different ap- 
praisal. Actually no one of them could arrive at any — 
or would have any need to — in any other sense than 
that of determining what reduction in price results for 
him the lack of any item would carry with it, what he 
could, if he must, at the outside pay rather than go 
without it — which is not at all the same thing as to 
determine what it produces. What accrues with its 
presence is partly the expression of the greater signifi- 
cance of the other factors functioning together with it. 
What is lost by its subtraction is the breaking up of the 
group, and is thus a subtraction from the significance 
of each of the different members of the group, to the 
extent that the significance of each individual member 
is reflected to it by the group relation. Some part 
of the significance of the subtracted member is itself 
dependent upon the group relation. The loss attending 
the breaking-up of the group attaches to the subtracted 
member equally with the other members. All were in 
the group — were brought in and should remain in — 
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because in the interests of the maximum result it is not 
well that they be separated. 

If this point should be still not altogether clear, test 
it by recurring to the rent and wages relations in the 
cultivation of land. The application of more and more 
labor expense to land brings about a larger gross return 
— increased money outlays for labor bringing an in- 
creased money return from the property. But, in the 
competitive distribution of the new aggregate of money 
product, the rent share is an increasing quantity; which 
is merely to say that there is now allotted to land rent 
some part of the increment of product casually due to 
the application of more labor. To assert that the land 
produces more, now that it gets more, is to say that 
because the land gets part of what the laborer added, it 
was the land that added it. That the land gets more is 
merely a corollary from the familiar distributive law 
that, with any change to the proportion of the cooperat- 
ing factors, it is the factor that is becoming relatively 
scarce that gets the relative advantage in the new dis- 
tributive allotment of the new price product. If, for 
example, one hundred units of labor applied to free land 
achieved one hundred dollars worth of product and 
entirely absorbed in wages this one hundred of dollar 
units — a per capita wage of one dollar — a doubling 
population, working under conditions of diminishing 
return, will achieve results, we will say, of one hundred 
and eighty dollars — a per capita product of ninety 
cents. But this is not at all to infer that the wages will 
fall merely from one dollar to ninety cents. Land rents 
emerge. If the rent is thirty, there must remain only a 
total of one hundred and sixty to be divided among two 
hundred labor units — the wage not ninety cents but 
eighty. The increase of ninety of product, casually due 
to an increased supply of the labor factor, is distributed 
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to the extent of only two thirds of it to the factor achiev- 
ing it; one third of it is allotted in the distributive 
process to the advantage of the land factor. The wage 
share therefore suffers in two aspects — first, a smaller 
sum per capita to be divided ; second, a smaller frac- 
tion of what there is to be divided. No distributive 
problem admits of a correct solution by asking what 
increase in the amount to be distributed is casually 
attributable to any changing factor. Always there 
must be the further step of taking account of the chang- 
ing ratios in the distribution. And this is merely to 
say that distributive doctrine must finally always be 
distributive. 

It remains merely to note a curious case of mixture 
or confusion of two wage theories which taken separ- 
ately have certain potencies of service — essentially a 
misjoinder of two doctrines, each good within limits 
when taken separately, but which, when together, 
result in either a futile neutrality or a menacing new 
compound. The standard of living wherever it works 
out, as occasionly it does, through a restricted birth 
rate into a limitation of population has, as we have seen, 
some inevitable bearing on wages — a productivity 
analysis, albeit implicit and unrecognized. The view 
under criticism, however, ascribes to the standard of 
living the r61e of fixing the supply of labor, and to the 
productivity of labor the role of fixing the demand. 1 
But if the supply of labor has itself no bearing but to 
affect the productivity, the doctrine in question appears 
to lack something in its logic. 

The same lack, but in the inverse direction, infects the 
socialist, the surplus value theory of wages. Borrowed 

] See, for example, Professor T. N. Carver in the March, 1905, Journal of Political 
Economy, vol. xiii, p. 2G3. 
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from classical thinking, it is purely a supply doctrine 
of wage fixation, wanting entirely, however, any final 
appeal to the marginal productivity influences implicit 
in the original doctrine. There can be, it is clear, no 
exploitation of labor, no surplus value, excepting on the 
assumption that the product furnishes to the entre- 
preneur — or to the capitalist, as the Marxian puts it — 
a value product in excess of the labor hire at the sub- 
sistence level. The subsistence costs establish a wage for 
labor, so the doctrine runs, indefinitely widely divergent 
from the price product that the labor affords. Thus 
all the significance of improving technique is absorbed 
in interest or profits. But none the less the doctrine 
retains the Malthusian emphasis ; it is still a population 
doctrine. The larger supply of laborers depresses the 
wages, not by lowering the margin of cultivation of 
land or the marginal per capita product in industry any- 
where, or by the more plentiful supply of labor relative 
to capital goods and the attendant unfavorable dis- 
tribution of wages, but only through the constant pres- 
sure of famished hordes of laborers bidding down wages 
to find employment. It is solely the hungry competi- 
tion of these out-of-works that affords capital its lever- 
age of exploitation. If the laborer with a job demurs 
at his subsistence wage, there are always out-of-works 
to take his place — labor turnover and employer gain 
going together. The enormous gains that are accruing 
to employers fail somehow to evoke a competition effec- 
tive to eliminate these gains. Lands and machines, it is 
held, receive remunerations competitively fixed; but 
with labor and wages there is only the competition of 
the units of supply against one another. With horses 
and mules, the hires report an equilibrium between mar- 
ginal costs of production, fixing supplies, and the mar- 
ginal productivity, as manifested under the conditions 
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of the actual supply. But with labor it is not so; mar- 
ginal cost and marginal product do not equate. Hence 
the wage system is an institutional exploitation. The 
supply aspect of the facts is alone taken into account. 
There is no appeal to productivity; nor is any distrib- 
utive analysis attempted. 

It is perhaps sufficiently clear that I have no quarrel 
with the productivity theory either for wages or for the 
entire distributive process, as a large and general ac- 
count of the competitive facts, if only productivity is 
interpreted in the sense of proceeds, if all ethical impli- 
cations and inferences are eliminated, all institutional 
justifications avoided, and all inherent and specific 
productivities disavowed. There is no better reason for 
regarding the wage of any item of labor or the hire of 
any instrument as the precise expression of its efficiency 
for purposes of gain in enterprise than there is for re- 
garding the price of a pound of tobacco as the precise 
report of its desiredness or aroma or nutritive quality 
or of its aesthetic or ethical worth. 

But when once these limitations or corrections of the 
productivity doctrine are recognized and the attendant 
restatements accepted, the way is cleared for certain 
important applications of the productivity doctrine to 
questions of general welfare, and particularly to the 
wage problem. The time has arrived, as I believe, for 
a fundamental restatement of the problems of low wages 
and of poverty. I take it to be an entire misconception 
to believe that much can be achieved for the laboring 
classes through inducing or imposing larger wage out- 
lays on the part of the employer. No important or gen- 
eral increases of wages are possible — the wrongs to labor 
in no considerable degree being with the employers. 
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These employers are subject to competitive conditions, 
and have not, and cannot have, in the large and the long 
run, seriously wide margins of gain. Nor can they, ad- 
vantageously to the wage earner, be deprived of these 
gains. In general, then, the problem is not how to raise 
wages or other artisan incomes, but how to protect from 
exploitation these incomes after they are once received 
— not the question why the wages are so small but why 
they buy so little — the regime of exploitation of the 
consumer by various methods of franchise, privilege, 
predation, fraud, political guile, private property in 
social wealth, multiplication of waste, expensive de- 
vices for defeating justice or for making illegal things 
legal, unjust and favor-dispensing taxation — all of 
these things that now and then we all recognize and 
deplore. But I insist that these things taken in their 
cumulative effect are the explanation that so large a 
fraction of the population, possibly 30 to 40 per cent, is 
living at the expense of the rest of the population — 
the explanation why so little gets produced and also 
why the producers are defeated of getting it — defeated 
not in the primary process of getting wages for their 
labor, but in the further process of getting goods for 
their wages. The wages buy under present conditions 
far less than they ought to buy. I am convinced that to 
agitate in the other emphasis is merely to becloud the 
issue. To state the problem wrongly is to make stronger 
the defense of wrong; to prosecute the wrong man is to 
play the game of the culprit. More emphasis needs to 
be given to plans for getting revenues by other methods 
than by putting up the prices of goods against con- 
sumers. Income taxes would be good — far better than 
the house taxes that make rents higher. Inheritance 
taxes are still better than income taxes, and would go 
further to diminish the handicap of heredity by which 
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the disinherited classes always greatly suffer. And it is 
true also that under right methods of collecting govern- 
ment revenues there need ordinarily be no taxation at 
all, if only the enjoyment of special privilege — inclu- 
sive of the privilege of overcharge in one way or another 
— were outlawed. Far better than the taxes that make 
the rents higher would be the taxes on the lots. The 
tenant pays tribute also to the steel trust, to the timber 
owners, to the lumber dealers, the glass trust, the bath 
tub trust, all in the form of house rent; pays tribute to 
the mine owner for the coal on the mine sidetrack ; and 
further tribute to the franchise owner in order to get the 
coal carried ; pays by tariff more for his clothes, in order 
that the manufacturer may have a privilege ; pays other 
tribute if he travels ; still other when he dies — to the 
coffin trust and to the real estate speculator who owns 
the cemetery — finds, indeed that between the exac- 
tions incidental to getting into the world and the other 
exactions imposed on getting out, he must take no risks 
of having children ; is robbed by all sorts of other plun- 
der plans in ways which the law does not sanction; and 
still finds that by the expense of litigation which the 
law does sanction if he seeks a remedy, it has practically 
denied the remedy, and that thus an automatic safety 
is guaranteed to numberless other plunder plans. The 
profits of the steel trust this year are running at the rate 
of twenty to thirty dollars per family — one among the 
hosts of trusts — an annual gain approximately double 
the original value of the steel corporation investment. 
The cities are not rare in which the streets are lighted 
for the business men out of the taxes paid by consumers 
in higher rates. Low taxes on business property multi- 
ply the investment in palatial business buildings on 
which the consumers of goods are summoned to pay the 
rents accompanying the competitive struggle for patron- 
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age. In these shops the buyer gets two cents worth of 
cereal, with a loading of thirteen cents for carton and 
brand and publicity outlays. Puffed wheat at fifteen 
cents a package of four ounces means wheat at thirty- 
six dollars a bushel. For a dollar the purchaser gets a 
glass bottle, a glass stopper, a velvet leather cover on the 
stopper, a ribbon around the stopper, an art label on the 
bottle, an artistic box, another art label on the box, a 
wrapper and string around the whole purchase — and 
inside two cents worth of cologne. 

There would, however, be less protest from the point 
of view of the purchasing power of the wages, if these 
expensive street lights — which consumers in general 
pay for — carried with them anywhere a social service. 
So far as they are items of expense in competitive ad- 
vertising, they do not. If, likewise, the low taxes on 
business property were returned to consumers in the 
guise of lower expense loadings on purchased goods, 
instead of working as a stimulus to the erection of still 
more expensive structures — the higher costs of which 
must be remunerated in higher business rentals and in 
turn charged over in the sale prices at which the con- 
sumer gets his goods — the situation might yield some 
solace. In truth, however, the theory of wages is not 
complete till account has been taken of the bearing of 
merchandising activities on the purchase prices of 
goods. 

With respect to the ordinary outlays for advertising, 
for sales people and for commercial travelers, it is clear 
that in the large these costs are included in the retail 
selling price. The costs of selling the goods to him the 
purchaser buys with the goods — with something ad- 
ditional for margins. Perhaps salesmanship could be 
defined as the gainful art of selling the costs of selling. 
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But there is obviously danger here of mixing things. 
The wastes of competitive merchandising are not rightly 
ranked with monopoly, bad legal systems, blue sky 
juggleries, unearned increments, the traffic in nostrums, 
unequal taxation, private property in privilege. The 
sole principle of unity is in the common bearing on the 
purchasing power of wages. Nor to certain of these in- 
fluences is it safe to deny all bearing on the amount of 
the money wages received. 

In any case, merchandising and salesmanship rank 
quite clearly among the many forces to explain why the 
wages, once they are received, buy so little, as also to 
contribute to the explanation of why they are so little. 
Illustratively, therefore, salesmanship is especially to 
the immediate purpose. Space fails for even an ade- 
quate catalogue of the various items of charge to be 
included in the prices paid by consumers — costs of 
making the goods more attractive than those of one's 
competitor, or more conveniently available, or better 
known, or better acclaimed in quality, or more appeal- 
ingly presented, or of stricter vogue — rents of business 
locations, expenses of furnishings and fittings, attend- 
ance, delivery, newspaper advertising, bill boards, 
electric displays, packing, wrapping, cartons, labels, 
ribbons, rest rooms, restaurants, concerts, subscriptions 
to public undertakings of entertainment or charity, 
sales forces, solicitors, traveling salesmen, demonstra- 
tors, insurance, taxes, light, heat, storage — charges 
without end, some of them doubtless inevitable, and 
not a few of them connoting important services. It is 
their summed-up cost that is appalling. And still more 
appalling is the lack of any theoretical limit to their 
increase. So long, indeed, as the producer or the mer- 
chandiser finds it possible to sell indefinitely more goods 
at high prices than at low, providing that with the in- 
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creased price there goes something like a corresponding 
increase in selling outlays, it will be true that competi- 
tive success will turn on resourceful salesmanship. And 
thus, more and more, enterprise comes to be a contest of 
wits in selling to consumers the costs of selling to them. 

It is to be recalled that these marketing activities 
embraced within the inclusive term salesmanship are 
not merely offensive in purpose and effect, as the neces- 
sary costs of getting a competitor's trade away from 
him, but are equally defensive, the necessary costs of 
keeping the trade that one has. They bid fair to grow 
with the passing years, as so far they have grown. The 
rising costs of doing business are as much a common- 
place with the retailers as with their critics. The fault 
is one of process rather than of persons. When manu- 
facturers' and jobbers' costs are included with whole- 
salers' and retailers' costs as making up the aggregate 
outlays of sales departments and of separate enter- 
prises of sale, it probably is not far wide of the truth to 
fix at 50 per cent of the consumers' price the charge 
competitively imposed for these intermediate activities. 
This percentage may easily be overlarge. Or, equally 
well it may run appreciably short of the truth. At best 
it must be not better than an average of averages. 
Actually it is something short of this. 

In any case, so far as these intermediate charges have 
significance solely for competitive offense and defense, 
or are due to the excessive subdivision of the retail 
traffic, or to perplexities of brand and trademark, they 
are mainly, if not entirely, social wastes. Some of them 
— as, for example, the colossal ground rents which city 
merchandising explains and city merchandising pays — 
may in no great part go to enhance marginal selling 
costs. But in the main, it is clear, the consumer must 
make good all sales charges. Merchandisers' rivalries 
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being rather competitions for clientele than competi- 
tions in prices, the process tends rather toward larger 
than smaller expense loadings. It pays to advertise formu- 
lates in familiar terms a truth of wide competitive appli- 
cation. 

It is, however, in its distributive aspects that the 
development of salesmanship comes to be of especial 
illustrative interest for the theory of wages. Salesmen 
are paid salaries on precisely the same basis of business 
policy as mechanics and artisans are paid wages. Di- 
rectly, all are distributees out of the particular fund 
of the employer's receipts, indirectly, distributees out 
of the great fund of the aggregate social dividend, 
their remunerations equally and under the same title 
cost outlays incurred by the entrepreneur as means to 
his ends of individual gain. Each is therefore productive 
to the entrepreneur. For all of his purposes, and there- 
fore for all of his distributed remunerations, no distinc- 
tion exists between industry and business or between 
mechanic and salesmen. He pays for either accordingly 
as he must in achieving his purposes of gain. Thus 
it comes about that merchandising and salesmanship, 
as particular items in the general competitive process, 
afford an effective illustration of a wide range of forces 
and influences bearing in the actual competitive proc- 
ess either to limit the fund of products out of which 
laborers in general can be paid or, in addition, to di- 
minish their relative shares out of this aggregate 
product. 

If, then, more and more in business policy, the sales 
process tends to overshadow and to displace the 
mechanical process — the selling activity to acquire 
importance as against industrial activity, business 
investment flowing into salesmanship rather than into 
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technical processes, the science of advertising acquiring 
an importance surpassing that of technology, skill in 
selling things taking precedence of skill in making things 
— it must follow that for artisans and mechanics there 
is a narrowing demand, in precisely the measure that 
the demand is widening for other abilities and activities 
better suited to the business purpose. Out of the price 
at which the consumers buy the goods, a diminishing 
share is therefore allotted to the factory process, for 
distribution to the artisan laborer. The pay-roll is the 
scantier for the mechanic as a more generous share 
of it is appointed to the advertising expert and the 
commercial traveler. The wage fund for one class of 
laborers is diminished to the advantage of a substitute 
and competing class. Investment forsakes the me- 
chanical and industrial field for fields of greater return. 
The place and wage of industrial labor are, in some sort, 
a residuum available only after other and more impor- 
tant matters of the play have been considered. 

But this is not the entire case. Any labor, wasteful or 
parasitic under the test of social serviceability, partici- 
pates in the distributive process with no corresponding 
contribution to the social dividend. So far, then, all 
distributive shares, wages with the rest, may be as- 
sumed to suffer. But the salesmanship function holds 
the competitive, the substitute, relation to all mechanical 
and industrial functions. From the point of view of any 
particular industry, doubtless, the factory process and 
the sales process are complementary. Each must be if 
the other is. The goods must find a market else they 
cannot be made. But this is only competitively true — 
true for each particular industry in the rivalries of busi- 
ness. It does not hold of production taken in the aggre- 
gate. From the collective point of view, these processes 
of ornamentation, display, advertising and solicitation 
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displace the mechanical and industrial processes. Not 
more mechanical and artisan labor is applied because of 
marketing activities, but less. 

In the aggregate, therefore, all gainful ways of em- 
ploying labor that are not also socially productive are 
waste and nothing more; the social dividend suffers 
with no diminution in the number of claimants against 
it. But in the competitive process the distribution of 
the diminished product is also modified. The increased 
emphasis for gain-getting purposes on the activities 
displacing mechanical and industrial labor, redistributes 
the total share to be allotted to the labor factor to the 
marked disadvantage of artisan wages. There is, that 
is to say, a distributive change in the relative shares 
allotted to the different grades and varieties of labor, a 
redistribution within the labor group. As the substitute 
and competing laborers get more, the artisans and 
mechanics get less. Not merely do these last share in 
the loss attending a diminished social income of concrete 
things, but also they are subjected to a disproportionate 
share of the loss. They are the chief sufferers through 
the entire process — the distributary legatees of the 
cumulative deficit. 

All this is not so much a novelty in distributive theory 
as, in the main, merely a neglected application of prin- 
ciples long established. Where certain of the factors in 
a joint process are becoming more expensive the others 
suffer. Those becoming relatively plenty become also 
relatively cheap. But it has not been quite clearly 
recognized that in the processes of competitive rivalry, 
and by the standards of these processes, there are other 
than mechanical and industrial factors. There are busi- 
ness factors, equally productive by the test of gain. 
Advertising, for example, is such a factor. Salesman- 
ship in the large is a group of such factors. 
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Thus it must be recognized that all parasitisms, pre- 
options and wastes bear adversely on the distributive 
process in the large, because they bear adversely on the 
total of goods to be distributed. Incomes have, then, 
to suffer in the average, wages with the rest. But some 
of these adverse influences bear in especial degree on 
wage earners in the spending of their incomes. Others 
impose in addition on a particular class of laborers, the 
artisan and mechanic class, certain peculiar distributive 
disadvantages. The theory of wages needs in general, 
then, supplementation to take account of the difference 
between competitive acquisition and social production. 
It needs to take special account of the peculiar bearing 
of certain gainseeking activities on the wages of artisan 
and industrial laborers, not merely (1) in what their 
dollars will buy after they are collected, but (2) on the 
number of dollars that are received. 
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